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SENATE FINANCE COMMITTEE SUBSTITUTE FOR
SENATE BILL 907

46TH LEGISLATURE - STATE OF NEW MEXICO - FIRST SESSION, 2003

AN ACT
RELATING TO THE PUBLIC PEACE, HEALTH, SAFETY AND WELFARE;
AMENDING, REPEALING AND ENACTING SECTIONS OF THE NMSA 1978 TO
CLARIFY INVESTMENT GUIDELINES PURSUANT TO THE UNIFORM PRUDENT

INVESTOR ACT.

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF NEW MEXICO:
Section 1. Section 6-8-7 NMSA 1978 (being Laws 1957,
Chapter 179, Section 7, as amended) is amended to read:
""6-8-7. POWERS AND DUTIES OF STATE INVESTMENT OFFICER--
INVESTMENT POLICY--INVESTMENT MANAGERS.--

A. Subject to the limitations, conditions and
restrictions contained in policy-making regulations or
resolutions adopted by the council and subject to prior
authorization by the council, the state investment officer may

make purchases, sales, exchanges, investments and reinvestments
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of the assets of all funds administered under the supervision
of the council. The state investment officer shall see that
money invested is at all times handled in the best interests of
the state.

B. Securities or investments purchased or held may
be sold or exchanged for other securities and investments;
provided, however, that no sale or exchange shall be at a price
less than the going market at the time the securities or
investments are sold or exchanged.

C. [1n—purchasingbonds;—the—state—investment

€3 T . S Fied seinal n o

tegalopinion—eordinarily—Furnished—with—the bondissue-] Assets

of the land grant permanent funds and other funds managed by

the state investment officer may be combined for investment in

common pooled funds to effectuate efficient management.

D. The state investment officer shall formulate and
recommend to the council for approval investment regulations or
resolutions pertaining to the kind or nature of investments and
limitations, conditions and restrictions upon the methods,
practices or procedures for investment, reinvestment, purchase,
sale or exchange transactions that should govern the activities

of the iInvestment office.
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E. The council shall meet at least once each month,
and as often as exigencies may demand, to consult with the
state investment officer concerning the work of the investment
office. The council shall have access to all files and records
of the iInvestment office and shall require the state iInvestment
officer to report on and provide information necessary to the
performance of council functions. The council may hire one or
more investment management firms to advise the council with
respect to the council®s overall investment plan for the
investment of all funds managed by the investment office and
pay reasonable compensation for such advisory services from the
assets of the applicable funds, subject to budgeting and
appropriation by the legislature. The terms of any such
investment management services contract shall incorporate the
statutory requirements for iInvestment of funds under the
council®™s jurisdiction.

F. For the purposes of the investment of all funds
managed by the investment office, the state investment officer
shall manage the funds In accordance with the prudent investor
rule set forth in the Uniform Prudent Investor Act. With the
approval of the council, the state investment officer may
employ iInvestment management services to invest the funds and
may pay reasonable compensation for iInvestment management
services from the assets of the applicable funds, subject to

budgeting and appropriation by the legislature.
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G. For funds available for investment for more than
one year, the state investment officer may contract with any
state agency to provide Investment advisory or investment
management services, separately or through a pooled investment
fund, provided the state agency enters into a joint powers
agreement with the council and that state agency pays at least
the direct cost of such services. Notwithstanding any
statutory provision governing state agency investments, the
state investment officer may invest funds available from a
state agency pursuant to a joint powers agreement in any type
of investment permitted for the land grant permanent funds
under the prudent investor rule. In performing investment
services for a state agency, the council and the state
investment officer are exempt from the New Mexico Securities
Act of 1986. As used in this subsection, ''state agency" means
any branch, agency, department, board, instrumentality,
institution or political subdivision of the state, the New
Mexico finance authority and any tax-exempt private endowment
entity whose sole beneficiary is a state agency."

Section 2. Section 6-8-9 NMSA 1978 (being Laws 1957,
Chapter 179, Section 9, as amended) is amended to read:
"6-8-9. SECURITIES AND INVESTMENT.--[A=] Money made

available from the land grant permanent funds for investment

[for—a—pertod—in—excess—oFone—year—may| shall be iInvested [##
the—FoHowing—classes—of securities—and—investmentss
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. ears Cprol ped and
approved—bynational-—steck—exehanges—er—byindustrypractiece]

pursuant to the Uniform Prudent Investor Act and an invest nment

policy adopted by the council that covers each investnent

application."

Section 3. Section 6-8-20 NMSA 1978 (being Laws 1987,
Chapter 219, Section 3, as amended) is amended to read:

""6-8-20. PRIVATE EQUITY INVESTMENT ADVISORY COMMITTEE
CREATED--MEMBERSHIP--DUTIES--TERMS—--LIABILITIES--CONFLICT OF
INTEREST . --

A. There is created the "private equity investment
advisory committee™ to the council. The committee consists of
the state investment officer, a member of the council appointed
by the governor and three members who are qualified by
competence and experience in finance and investment and
knowledgeable about the private equity investment process and
who are appointed by the governor.

B. Members appointed by the governor, except the
council member, shall be appointed for three-year terms;
provided that the terms of the initial committee members shall
be staggered so that the term of one member expires each year.
After the initial appointments, all governor-appointed members
shall be appointed for three-year terms. Members shall serve
until their successors are appointed. A vacancy occurring

other than by expiration of term shall be filled In the same
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manner as the original appointment, but only for the unexpired
term.
C. The committee shall review and make

recommendations to the council on private equity and film

investments authorized pursuant to Sections [6-821,—+F2+5-65

+—2/—-5-35—antd—+—2+5-26] 6-8-9 and 7-27-5 NMSA 1978 and shall

advise the council in matters and policies related to such
investments. The committee shall establish policies for
[ratienal] private equity [Ffurd] investments [NewMexico
private—equity—Fund—investments] and New Mexico fTilm [private
eguity—Fond] investments not less often than annually and shall
make copies available to interested parties.

D. Members of the committee shall receive per diem
and mileage as provided for nonsalaried public officers iIn the
Per Diem and Mileage Act and shall receive no other
compensation, perquisite or allowance.

E. The committee shall elect annually a chairman
from among 1ts members and may elect other officers as
necessary. The committee shall meet upon the call of the
chairman or the state iInvestment officer.

F. Members of the committee are public employees
within the meaning of the Tort Claims Act and are entitled to
all immunity and indemnification provided under that act.

G. No person may be a member of the committee iIf

any recommendation, action or decision of the committee will or

-146009.2CGR
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is likely to result in direct, measurable economic gain to that
person or his employer.

H. The state investment officer may enter into
contracts with investment advisors for private equity [¥fund]
investments and film [Fund] investments authorized pursuant to
Sections [6-824;—F2+5-6,—7F2F5415—and+2+5-26] 6-8-9 and
7-27-5 NMSA 1978 and may pay budgeted expenses for the advisors
from the assets of any fund administered under the supervision
of the council, as applicable.”

Section 4. Section 7-27-5.15 NMSA 1978 (being Laws 1990,
Chapter 126, Section 5, as amended by Laws 2001, Chapter 238,

Section 1 and by Laws 2001, Chapter 252, Section 10) is amended

to read:

"7-27-5.15. [NEAMEXICOPRIVATEEQUHTY-—FUND-AND] SMALL
BUSINESS INVESTMENTS.--
[A—Noe—mere—than—three—percent—oFthemarket—value
E o End be i r
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to—that—seetion-
=] The state iInvestment officer shall make a

commitment to the small business investment corporation
pursuant to the Small Business Investment Act to invest one-
fourth [eF-ene] percent of the market value of the severance
tax permanent fund by July 1, 2001 to create new job
opportunities by providing land, buildings or infrastructure
for facilities to support new or expanding businesses. |IT
invested capital in the small business investment corporation
should at any time fall below one-fourth [ef-ene] percent of
the market value of the severance tax permanent fund, further
commitments shall be made until the invested capital is equal
to one-fourth [e¥f-ene] percent of the market value of the fund.
As used In this subsection, "invested capital’™ means the
original capital contributed less any return of cost by the
private equity funds."

Section 5. A new section of Chapter 7, Article 27 NMSA
1978 is enacted to read:

"[NEW_MATERIAL] SECURITIES AND INVESTMENT.--Money made

available from the severance tax permanent fund for investment
shall be invested pursuant to the Uniform Prudent Investor Act
and investment policy adopted by the council that covers each
investment application.”

Section 6. REPEAL.--Sections 6-8-10, 6-8-18, 6-8-19,

6-8-21 and 7-27-5 through 7-27-5.25 NMSA 1978 (being Laws 1957,

-146009. 2GR
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Chapter 179, Section 10, Laws 1970, Chapter 2, Section 2, Laws
1987, Chapter 126, Section 1, Laws 1997, Chapter 183, Section
5, Laws 1983, Chapter 306, Sections 7, 8 and 10 through 12,
Laws 1987, Chapter 219, Section 2, Laws 1989, Chapter 265,
Section 3, Laws 1990, Chapter 126, Sections 4 and 5, Laws 1990,
Chapter 127, Section 10, Laws 1990 (2nd S.S.), Chapter 3,
Section 2, Laws 1993, Chapter 267, Sections 1 through 3, Laws
1995, Chapter 155, Section 36, Laws 1995, Chapter 215, Section
2, Laws 1997, Chapter 45, Section 3, Laws 1997, Chapter 178,
Section 3 and Laws 2000, Chapter 5, Section 4, as amended) are
repealed.
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